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Judges sharply challenge healthcare law e *r S—

Skeptlcal questlons from three federal ]u'dges in Atlautaisuggest they may he ready o
declare unconstitutional all or part of the healthcare law promoted by the Obama
admlnlstratlon and passed last year by Congress
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Reporting from Atlanta

Tf the Obama administration had any doubt that its advertisement
signature healthcare law faces a severe challenge in
court, it was erased soon after Chief Judge Joel Dubina  [gA[ES
opened the pr oceedings here.

"I can't find any case like this," Dubina said. "If we
uphold this, are there any Jimits" on the power of the
federal government?

Judge Stanley Marcus chimed in: "T can't find any case”
in the past, he said, where the courts upheld "telling a

. private person they are compelled to purchase a product
in the open market.... Is there anything that suggests
Congtess can do this?" ' 7

After nearly three hours of argument Wednesday, the :
: thlee-]udge panel of the 11th Circuit Court of Appeals seemed prepared to declare. at least part of last
year's law unconstltutmnal

The law's requirement that nearly everyone buy health insurance by 2014 is the questlon at the heart of
the constitutional challenge. The argument that the mandate exceeds Congress' power initially was.
waved aside by many legal commentators, but it has now sharply divided the federal courts.

Three. federal district judges have upheld the law and two have ruled it unconstititional. Three cases
have reached appeals courts wrth a fourth appellate panel scheduled to hold a hearmg in September

: The current case has gathered the most attentmn because it mvolves 26 state attorneys general Zal
Repubhcans = =wh0 ]omtl}}r challenged the;law. In addition, the 1lt Circuit is considered among the -
s eofthedede nyef the dp 0 €sdow

The questrons frorn the bench qurckly conﬁrmed that advance b1ll1ng, as actmg U S iSohcrtor Gen Neal

ﬁi*.-_,_
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Katyal faced off against former Bush administration Solicitor Gen_; Paul Clement. Katyal argued that
healthcare was u_nique and unlike the purchase of other products, lil(e vegetables n a grocery store.

"You can walk Sut of this courtroom and be hit by a bus," he said, and ifanill or I_ruured oerson has no ...

- insurance; a hosp1tal and the taxpayers will have to pay the costs o“l‘lﬁgemergeflcy care.” " T T

s e e e e e T mesin e ceme e 7 s it e e ey e o e ey R S L s a m primamrn opwem mm e -

Katyal argued that Concrz ess could reasonably deCIde that becaus veryonef'wﬂl probablj?" eédlﬁe&i—eal; - ,
e A SO e T mtﬁ Tives, everyone who car af'tord‘ TS hoaldfp'av‘fiart_“‘ﬁﬁe oSt Al e saidthe™ "~
courts should uphold the law under Conorress broad power to regulate commerce m thls country - '

IS

Congress could clearly requu‘e that 2 person who shows up ata hosp1tal W1thout insurance buy it on the |
s _spothhesaui__andhreqmrmg—the:purchase:n:advaneeehould not: betthe dec151ve chfference :

-—Clement: sa1d “In 220 years; Congress neversaw ﬁt toeuse this pofwer to cornpel a person E(s) engage o T
commerce : 3

Judge Frank Hull, the third member of the appellate panel, repeatedly asked the lawyers about the
possible effect of striking down the mandate while upholding the fest of the law. She said the.
government had exaggerated the importance of the mandate because other provisions of the new law
would mean that most of the 50 million people currently without i insurance would be covered after the
law took effect. :

Usually, when. passmg a complex law, Congress includes a provision known as a severability clause that
says that if one-part of the law is struek down, the rest can stand. The House included such a provision in
its healthcare bill, bitt it was not meluded in the Senate version. And in the last-minute scramble, the
House adopted the Senate § version.

Both s1deS' acrre'ed that the court faced-an all—or-nothincr decision.

Katyal called the 1nd1v1clual mandate the cornerstone of the law's aim to regulate and reform the
insurance miarket. The law requires insurer§ to take patients with preexisting conditions. That rule could
not work | 1f.-; Sple could wait to buy instirance until they had a heart attack or were diagnosed with
cancer, he sald :

Clement also sald the judges should strike down the entire law. “You can't separate out the mandate We
take the pos1tlon the whole thmcr falls Clement said. :
In addition to the argument over the iaw s individual insurance mandate the appeals court also
considered a challénge by the states to the requirémeiit that they pay more in the futire for healthcare for
low-income people under Medicaid. That part of the new law amounts-to an unconstitutional burden
foisted on them by Congress Clement argued.
Clement said Congress gave the states "no. chmce but to go along w1th the expansion of Medicaid. He

= ==said Florida: esttmated i=would- spend—$374 HHETEhOre 12019; because of theexpandeds rellb e

niisiration Jawyers say- the - )70 -ot-the added- -
enrollmg additicnal Medicaid pa ients. They also note that the upreme Court has never struck down a

-
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law on the grounds that it forces states to do something in exchange for federal funds. -

Judicial rulings on the health law have largely been‘along partisan lines. Dubina, from Alabama, was
. first appointed to the bench by President Reagan and was elevated to the appeals court by President

Géorge H.W. Bush. His daughter, Rep. Martha Roby of Alabama, is a conservative Republican who Fai = =777
" zxzmifor office-on dpledge to repeal the healtheare law. 3 0 o cov - mmmnnies e ot tarmin o shemed i S e b

T 77{1111, ﬁdﬁ'GédfgiE; was appeinted by"PTé@i“&é'r‘-i‘tfCf:ﬁéﬁtbﬁ?l“fmﬁthird?memﬁéﬁef;fthe:epaneh—éMarcﬁS;ﬁé%?—w—m——;—; = e
' Florida, was first appointed as a district judge by Réagan, but Clinton appointed him to the appeals. -
- et S T T

id-savage(@Ilatimes.com- - = — .

Copyright ©2011, Los Angeles Times .-

\,

http://\wrw.latimes.com/news/nationworld/nation/la—na—healthcare-com‘t—QO 110609,0,23168... 6/9/2011



FiHS 10 Reduce Fremiums, Make 1t kasier for Americans with Pre-Existing Conditions o ... Page Lot !t

Cuntact HHS Press Office’
: (202) 690-6343"

HHS to Reduce Premiums Make it Easaer for Americans w:th Pre-Ex:st:_ng Condmons to

May 3L, 2011 T TTTTT

set-HealtrIrsurance—

HGe -
T-he .5, Department of Hearh and Human Servlces (HHS) today announced new steps to reduce pren'nlums and maket i
easier for Americans to enroll in the Pre-Existing Condition Ensurance_PlaLl’[emlums for the Federally-admintstered Pre-_.
_Existing Condition. ]nsurance Plan_(PCIPY: will- drop as much as-40 geréent i 18-States; and-eligiblity standards will Se essed in’
23 States and the District of Columbia_to_ensure move Americans with pre-existing conditions have access to affordable health
nsurance. The Pre- -Existing Condition Insurance Plan was created under the Affordable Care Act and serves as a bridge te

2014 when insurers will no longer be allowed to deny caverage to people with any pre-existing conditlen, like cancer, dlabetés
and asthma,

¢ "The Pre-Existing Condition Insurance Plan changes tives, and in many cases, literally saves lives,” said HHS Secretary
Kathleen Sebelius, “These changes will decrease costs and help Insure more Americans.”

In 23 States and the District of Columbla, the PCIP program is Federéily administered. The remaining States operate their own
PCIP programs using Federai funds provided by the Affordable Care Act.

Under the changes announced today, PCIP premiums will drop as much as 40 percent In 18 States where the Federally
administered PCIP operates. These premium decreases hetp bring PCIP premiums closer to the rates in each State’s individual

Insurance market; in the six States where PCIP premiums were already well-allgned wlith State premiums, premtums wlll
remain the same.

The changes announced today will make enralfing in the Federaliy‘adminlstered PCIP in 23 States and the District of Columbia

easier. Starting July 1, 2011, people applying for coverage can simply provide a letter from a doctor, physician assistant, ar

nurse practitioner dated within the past 12 months stating that they have or, at any time in the past, had a medical condition,

disability, or fllness. Applicants will no longer have ko walt on an insurance company to send thern a denial letter. This option

became avaliable to children under age 19 in February, and this pathway is being extended to all appiicants regardless of age.

Applicants wiil still need to meet other eligibility criterla, including that they are .S, cltizens or residing in the U.S. legally and
" that they have been without health coverage for six months.

. HHS also sent latters today to the 27 States rurining their awn prograrms to inform them of the opportunity to modify their
. L. current PCIP premiuyms.

To further enhance the program, beginning this fall, HHS will begin paying agents and brokers for successfully cannecting
eligible people with the PCIP program. This step will help reach those who are eligible but un-enrolled. Several States have
experimented with such payments with good success, This is a part of continulng HHS. cutreach efforts with States, insurers,
providers, and agents and brokers to reach mare eligible pecple and let them know that coverage is avallable, HHS is also

working with insurers to notify people sbout the PCIP aptlon in their State when their appiication for health insurance is
denied.

Congress created the temporary PCIP program as part of the Affordable Care Act to help uninsured Americans with 2 variety of
medical conditions get affordable coverage rather than be locked out of the system by Insurance compantes, In 2014 and
beyond, Insurers will he prabiblted from denying coverage to anyone with a pre-existing condition and new competitive
marketplaces called Health Insurance Exchanges will give people the sppartunity to shap for the palicy that best suits their
needs. Milllons of Americans also will receive tax credits to help make coverage affordable.

Enrollment in PCIP programs has begun to grow rapidiy. In the period batween Movember 3010 and March 2011, enrollment in
all programs rose 129 percent (o more than 18,000 Americans enrolfed in PCIP.

“These changes wilf get more peaple covered,” said Staven Larsen, thé Director of the Centér for Corisimer Infarmaticn and -

Insurance Oversight. "We're encouraged by recent increases in enroliment and we're exclted to build on these efforts and
reach even more penple “

PCIP provides comprehensive health coverage, Incloding primary and specla(tv care, hospital care, prescrfption drugs hnme
health and hospice care, skilled nursing care and preventive health and maternity care. It limits annual out-of-pocket spending

. o and does aot carve out beneflts the people need. Eligibility is not based or incomeand people who enroli are not charged a
higher premium because of their medical condltion.

To find a chart showing changes to PCIP premiums in the States with Faderatly-administered PCI¥ programs, visit
www.HealthCare.gov/news/factsheets/pcip05312011a.html.

For more informatian, inciuding eligibllity, plan benefits and rates, as well as infarmation an how to apaly, visit www.pcip.gov
and dlick on “Find Your State.” Then select your State from-a map of the United States or from the drog-down menu. The PCIP
Cafll Center is apen from 8 a.m. to 11 p.m. Eastern Time. Call toll- free 1- BGG 717-5826 (TTY 1-866- 561 -1604}.
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‘High-deducti b-le-~-~-':-~*-'
“‘"’?"msurance plans are

e

__being out of work for a year, and she |n}ured

her back and:couldn't work for three ™ -

= months. Hodges found-that-her family plan-c=fo=—

with a $2,400 deductible and a $11,900

g

gammg popularlty

T maximuim-on:out-of-pocket spending: Wag :
too much of a burden. Rather than paying @

" $20 co-pay per visit to the doctor, her family

--Updaied. 5/31/20114.1;

By Kelly Kennedy, USA TODAY

WASHINGTON -_— Last year Tma Holwm :

Hodges' healthy family switched to a high-
deductible health insurance plan and were
able to save $100 a month on their -
monthly premiums, which seemed like a
bargain.

Jdohn Zigk. USA TOUBAYTIng and Chris Hodges
of _Porlage, ind., tock at a siack of medical bilis
they racked up because of the high deductibie

on their insurance.

Enlarge -

By John Zich, USA TODAY

Tina and Chris Hodges of Portage, Ind., look at a

[ stack of medical bills they racked up because of the

high deductible on their insurance.

?'-f-‘TI'TéFf'"I'fe-F ‘Héﬁ"éﬁfer{‘—féi leg-spent-three-daysin=-""
: the hospltal w1th a viral infection, her d S

paid 20% of each visit until they reached

-thelr deductllale—-‘ R

"t was the unexpeoted Stuff that got us; she :
said. =~ 7
This year, Hodges, who works as anurse at a
Chicago hospital, and her family have opted
into a traditional, low-deductible plan.
STORY:Feds now target top execs in
health frauds
"I went back to the HMO," she said. "The
high-deductible plan really didn't help me."’

In 2007, about 4.5 million people had high- - - -+ |

deductible plans, but by 2010, 10 million

- people had signed up ior the plans,

according to an America's Health Insurance

Pians survey of its members.

High deductibles

Advertisement

Mom Dilemma #36:
Your daughter insists -
on weating her princess

store, Aliow it or not?

costume to the gigcary |

http:/fwww usatoday .com/cleanprint/?unique=1307644744284

e
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s _Jnf,xchange er_a hlgh_degiuctibie —a_ .. . 'f__

- '“fr"bm 51,500 té $4,000, depending where a

maximum $3, 000 deductible for individuals -
and & $6°000 deductiblesfor families; for'—'———'
instance — oeople can save abou’t $85 to

person lives - she decided to get the scan N B

S g _every two- years—”““’*m TR

| president-of Atngrica's Hedlthinsurance

| '$70072 month on" premtums‘ R

lower premiums," said Karen Ignagni,

"People are choosing higher deductiblesfor™ ™ "

SR TR pUth i coi Seopy T ey

"Qur insur’ande’ out-of-pocket is more than
our mortgage every month," Griggs said.

“Plang; which répresents 1,300 companies’ -
million Americans.

' It's important that they understand those
lower premiums can mean higher doctors'
bills, she said.

Yet in a RAND Corp. study released in April,
researchers found that even as health care
costs continued to rise, people on high-
deductible plans paid substantially less than
did those on fraditional plans.

RAND researchers also found that people an
high-deductible plans — no matter their

fewer annual exams, fewer cervical cancer
screenings and fewer colonoscopies.

Studies have shown that people don't know
that their ptans waive fees for preventive

care; researcherAmelia Haviland wrote in -
the report.. ...

Last year, Dorie Griggs, a communications
purchased a hlgh deducﬁ_b_l_é_blan because
;high;dagugti,tz!g_

ot

- praviding health-instrance ta-moare than'200 ===

income level — received less preventive care:

Some-may SKip OXaMs - - i e

- and faith-consultant based in Roswell, Ga.,-.- ..

‘Haviiand theorized that people may Rot seek
preventive exams because they fear what ==
other expenses might surface during those
exams. For example, a colonoscopy may
lead to the removal of a polyp.

"This is where you cross your fingers and
hope nothing goes wrong," Griggs said.

The federal health law passed iri 2010 has
addressed some of those issues: Beginning
last September, most high-deductible health
insurance plans must include basic

preventive care, such as colonoseoples and
annual physncais '

And the law also includes subsidies for low-
incorme families, as well as an end to benefits -
caps. Experts worry that still won't address

Adveriisement

Moin Dilemma #36:
" Your daughter inslsts - -
onwearing het princess

- costume to the grocery
store. Allow it or not?
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Patlents shou‘lﬂ shop Sl

o

Parks sald the number of employers offenng
only high- deductible plans will continue o™

Increase e ‘ s --i [ e '_‘,__.._5 __.;'_»;:_7—_

Chnstepher Parks chlef executive offlcer of
- Change:healthcare, said unexpected

expenses —such as a: hOSp!tEﬂ stay for a -
 viral infection, as well as simply not knowing

7

S3TKS Said the pians coud decrea‘ee“h'eelth
‘care costs, but only if people begin asklng
how much sérvices cost and companson

ow, mach @ procedure co can"lead_to—
, unpald bliis

‘because they force consumers to look at
costs, which may, in turn, bring down prices.

People don't tend to ask how much a service
will cost because in the past, Parks said, the
bill went straight to the insurance company.

His company has found that something as
simple as a child's sports physical can run
anywhere from $29 at a retail clinic fo $160
at a primary care physician's office, so it's
important fo shop around.

Some people simply don't have the money,
and Parks said health care organizations
have had to write off millions of dollars
because people in high-deductible plans did
not understand when they went in to see the
doctor what the end cost would be, and then
could not pay their bills.

.| Employers like the plans because it's

- -~ ¢heaper toinsure an employee — about-
$133 less per family at companies that offer
only the high-deductible plans, according to
a study in the American Journal of Managed
Care . e

'Change:healthcare,supports these plans

Fo: more mfcrmataon abouf reprmrs & permrssmns )

isit our FAQYS. To report comeciionsand -
clarifications, coniact Standards Editor Brent Jones. _
Far publication consideration in tig newspaper. send . .
comments to letters@usatoday.com. Inciude name,

phone number. city and state for verification. To view

our carrachions, go o corrections. usafoday.com.

Ads by Google

California Health PlansGet instant Health Quotes
Qnline!

Be Amazed hy How Much You Can Save.www.
GoHealthinsurance.com

AARP® Medicare Supplementinsurance Plans insured

by )
UnitedHeaithcare ins Co. Free infoAARP-HealthCare.
coth : .

Advertisement

Your daughter insists
o wvearing her princess

store, Allow it or not?

: They fou d
| throtigh: thelr empleyers have high"’

" pMom Dilemma #36¢

- costume to the grocery
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Where Do Brokers Flt“lrn New-'HeaIth- InsuranceiPlcture’?. [

Califorma S health insurance regulatlons - ahgned thls year wnth fedéra[ gundelmes - mclude a reqmrement
'—"—-—--’-;:——:that msurersspend -atieast-80%-oftheipremiumsteyenue-on- dlrectaaatlemteareHHewever$ﬂottsi- changee;_; s

-Iprowe‘.lons 6T the Tederal Patisnt Protection ana- Arfor“dable"CéFe”Ac‘it‘b‘ﬁld ha“E‘a“f‘r‘eﬁe?jt’o'ﬁ*how Calrfornle
i rnsurers ‘balance-theie: books --and- on how-consumers.pay for. healtt‘ coverage g s suros

' Previously operating-on a 70-30-spiit-California-adopted the 80-20 ratio-in January to be infine with new
federal guidelines. But precisely what is contained in the two portions is being contested. The 20% not used
for direct medical care includes profit and administrative costs -- including insurance broker fees.

The House is considering a bill (HR 12086) that would exempt insurahce brokers' fees from being classified as
administrative costs. After it was introduced by Reps. Mike Rogers (R Mich.) and John Barrow (D-Ga.), the
bill attracted more than 50 co-sponsors.

Some consumer advocates argue that the ACA is already a boon fo the insurance industry, bringing in
millions of new policy buyers. They say not counting broker commissions as part of administrative costs in
the medical loss ratio could take the financial teeth out of reform.

Even using the term "medical loss ratio” could be construed as an indication the ACA is written from an
insurer's - rather than a consumer's -- paint of view, according to some. The term suggests that 80 cents of |
every dollar spent on medical care for a patient is considerad a "loss" by the insurance industry.

The National Assaciation of Insurance Commissioners voted to postpone taking a position on the bill. Some
state commissioners support the bill, and some oppose it.

In California, a related effort is under.way: AB.736, by Assembly me}hber Chuck Calderon.{D-Montebelio),. ... ...
would aliow health insurance agenis te a[so be licensed health insurance brokers.

We asked: experts and:stake holders: How should Congress handle the issue?. What is the potential effect on
California if HR 1206 passes'? What are the potentsal effects if HR 1206 faiig?

e R - S oo . ; L™

hitn- hwrarw californishealthline. aro/thinl-tank/201 1/wherevdo—brokers—ﬁt—iﬁ-new-health—ins... 6/9/2011
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Broker, Agent Payr Shouid Stay in MLR
%" Lynn Quincy and Betsy Imholz
Semor po!fcy analyst and spec:ai pro,rects director, Consumers Unjon

S The Affordable Care Act ams to keep kealth i msurers  accountable by establ;eh;ng a national "medlcal Ioes
;?_,-,,_zém I’aiICL I:eqwrlrlg.them to.spend.af least 80% of the premiums.they. collect on patient medical.care..Up to 90% —
. can be used to cover adminisirative expenses, brokers' and agents' fées, and profits, Under the ACA T
_insurers that don't spend at least 80% on medical care must provide _rebates o consumers. -

The California Department of Insurance adopted this federal standard earlier this year. A bill pending in the
:—.—-.state Senate -8B SL would_apply lt to. pians hcensed byiheDepartment gf Managed Health Care th;L_- 8

FYYIE et Fovpenses 'y .

. But now theres a move afoot at the Na’nonal Assocuatlon of lnsurance Commlssmners and in Congress = HR o
1206 —-to water down the MLR standard by allowing insurers to take: agent and broker commissions out of
_the equation. Dolng so would. make it appear that insurers are spending more on medical care.than they . .
actually are and would impede efforts to control administrative costs.

Since the early 1990s, insurers have spent a decreasing percentage of premiums on medical care. To
improve value for consumers, several states, including California, had MLR regulations in place for many
years. These states include broker and agent compensation in the calculation of administrative costs. They
report that brokers and agents thrive under these regulations, casting doubt on claims that the MLR
reguiations will severely undermine brokers' incomes and their ability to serve consumers.

_ Evidence shows that the new MLR rules are beginning to hold down premiums for consumers. Aetna, for
exampie, is asking the Connecticut Insurance Department for permission to cut rates on nearly 10,000
existing individual health policies by an average of 10% in-order to comply with the new MLR requirements.

Brokers and agents can provide a valuable service to many consumers and small-business owners. But the
compensation they receive from insurers sheuld be counted as pari of the MLR, as our couniry struggles to
address soaring health care costs. Otherwise, insurers will be able to get away with spending less than 80%
of the premiums they coliect on medical care.

Misguided War on Insurance Agents
#% Janet Trautwein |
CEO, National Association of Health Underwriters

Earlier this month, the federal government announced that unemployment has barely budged in the last two .
months. More than 13 million people remain out of work. And yet se\{eral consumer advocates are leading
the charge in support of a provision of the federal health care law that could eliminate scores of jobs
throughout the country.

At issue is the law's "medical loss ratio," which reguires insurers to spend at least 80% to 85% of the
premiums they take in on medical claims. Fortunatély, several lawmakers and thé National Association of -
Insurance Commissioners are considering a JOb savmg tweak to the hee!th care law that would exclude

T “rsiprokers! commusalens when calculatmg the l\lil R = =L *" il " s L '“ SRttt e

H,__-Mame Just recewed one. All theee states ’are cencerned that the

T _Iatlens Wll[disrupt tne;rn' surance

http://www.californiahealthline .org/think-tank/2011/where-do-brokers-fit-in-new-health-ins... 6/9/2011
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markets by driving small insurers that can't afford to comply out of business.

-~ " In.Mainé_for instance, one of the state's. three active insurers threatened to pull out of the market unless the .
-state-received & waiver: -Such-a move:woulg have left Matne restdents wrth }USt two choices for insurance -- -
arrd-by"reduclng-compet:tlon“wouId have*drt‘ven*up prtces

TR TR TR T T TR

by{teprwmg ‘cohsumers-of: access tch:“::T"‘*" S5

ln order to ablde by the ruies some ; insurers are parlng back agents commtssmns Accordmg to a recent
survey, hearly three-quarters of agents have reported reductions in their busmess income because of the
MLR. More than a fifth of brokers have eliminated jobs at their agencies as a result. A quarter have reduced
services for their clients in order to make ends [neet

at's ba _news or small-businesses; T
= needss in fact:the'nonpartisan Congressmnal Budget Office has repqrted that agentsand brokers otten ST
“handle the responsibilities that larger firms generally delegate to their human resources departments - such

" "as finding plans and negotiating premiums, providing information about the ‘selected plans, and processing
enrollees."
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Small firms also count on brokers to keep them in compliance with a veritable alphabet soup of state and
federal laws -- and informed of any opportunities to save money on their plans.

Individual consumers will also suffer if they lose access to agents. Most consumers are unfamiliar with the

jargon that may dot their policies -- and thus rely on their brokers to explain their benefits and serve as
advocates on their behalf should problems arise.

* Proponents of the reform law's existing MLR rutes argue that broker commissions should count as
administrative costs because they are not medical spending. But the truth is far more complicated.

Broker commissions are actually separate from an individual's or business's insurance premium. They're not
revenue for an insurance company, as they simply pass through the insurer and go directly back to the
agent. Ifs a matter of convenience for consumers. Rather than writing two checks -- one to the insurer for
coverage and one to the agent for serving as an advocate -- a person or firm writes just one.

Many lawmakers have recognized that the MLR rules must be fixed in order to preserve agents’ important
role in the health care marketplace, Reps. John Barrow (D-Ga.) arid Mike Rogers (R-Mich.) have introduced
a bill in the House of Representatives that would fix the MLR rules to leave commissions out of the
calculation. Their measure has attracted support from Republicans and Democrats alike.

The Obama administration has cham'pioned itself as a friend of small bustnesses, calling them "the backbone
of our economy and the cornerstones of our communities." But the MLR rules undermine that claim: By~
driving scores of insurance agenmes to the brink of bankruptcy - and killing scores of small-business jobs in

the process ““the MLR rules are making the health insurance markefplace éven less accassiblé for everyone”
else.

Congress Should Support Modest Consumer Protectton

The Affordable Care Act requires that insurance compénies spend 80% to 85% of customers' premiums on -

=

e
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health care. It was a modest consumer protection to begin with. Most large-group policies already meet the
85% goal. Several states already require medical Joss ratio requirements near the 80% level for smaill-
business policies, with no ill effects on markets. The ACA was only copylng the best practlces of states.

- ‘Broker commissions havelong-been part -of insurers' marketmg and admlnlstratlve costs: wHR 1206”would"—~w~-~~- B

deduct broker commissions from insurer admmlstratwe costs for the purpose of meas(ring the medical Ioss

" rafio] Ifsurers could then simply raise premlums to pay brokers and Aot worry about the 80% and GO T e

_medical Ioss ratlos . 7

b

_- California-an. extra.4% boast in its MLR. A 76% MLR.will magically become 80%.-- a lot.of elack not .. .. .
- envisioned by Congress when-it said-insurers should- spend atieast-80-cents- of every premu.lm dollar onu_.«;;---f.._.—;-f---.-e-g -
~ medical care. -

- argument over the seven months and hundreds of hours of conferenoe calls when this was under dlscussmn—- :
e 20‘10 7Wetbeheve :NAIC aohreved*a good regulatory compromlsethrough its open; transparent an

~expense," as Congress clerly saw it When drafting the Affordable Care Act. WIS the brokers

ST S T T = r'",:','-"----- R e Ry e e

Regulations adopted after passage of the ACA already al]ow insurars: and ‘HMOs to deduot federat and state
taxes from administrative costs, as well as count other former admlmstratwe costs as medical care. An
independent actuary's report this February found that the concessions will give Anthem Biue Cross of

- s - i
ST e - ooT et - -
b

If broker pay is aiso deducted from administrative costs, insurers will get another fa]se ‘boost in therr MLR =
about 5% to 6% in the individual and smali-business markets, according to drafts of a study by the National
Association of Insurance Commissioners. Consumers would lose most of the $1.4 billion insurers are
expected to owe in rebates this year. The cost to taxpayers -- because of faderal subsidy requirements -- is
likely to be tens of billions of dollars. :

Brokers complain that insurers are sfashing their commissions because of the federal MLR requirement, and
this will cause of shortage of brokers. However, Minnesota currently requires loss ratios of 82% or above in
most of the small-business market, and it reports not a single complaint about scarcity of broker assistance.
Kansas says in about two-thirds of its market, insurers already hit the 80% mark. -

A reguirement that, as of 2014, everyone must show proof of insurance will bring brokers millions of potential
hew customers. If they adapt to online markets and become more efficient, they can thrive wrthout HR 1206.
Keeping brokers prosperous is not consumers' responsibility.

The bottom line: Congress has no business guaranteeing yesterday's income to brokers and continued high
profits 1o insurance companies out of the wallets of taxpayers and battered health care consumers.

California consumers may get a double whammy. Proposed state legislation, also sponsored by the brokers'
lobby -- AB 736, by Assembly member Chuck Calderon {D-Montebello) -- would eliminate broker premiums
from insurer's administrative costs and also cancel the requirement that brokers enter coniracts with insurers
they represent. Therefore, AB 736 would erase insurance companies' accountability for errors or omissions
by brokers who sell their policies. Insurers would have no reason to ensure that brokers se!llng thelr pollmes
told the truth.

Goal Is To Spend Less on Bureaucracy, More on Care
£ Elizabeth Abbott
Director of administrative advocacy, Health Access Calffornia

As one of the dozen or so national consumer representatives chosen:by the National Association of -
- Insurance. Comynissioners-to represent the.consumers: viewpgint, . was heavily.involvedin.the complex—.. oo —

negot;atlons wrth the industry and state regu]ators on the medical Ioss rafio.- Whrle we did not win every - -

However currently agents and brokers object 1o their compensatlon ing.counted .as an adm;mstratlve
-d 'agent B

believe they provrde a valuable service to purchasers, their principal argument is that it will result-in a

e
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potential loss of income. And brokers and agents represent a potent ﬁbﬁticat constituency in many states as

is reflecied in a bill, by Rep. Mike Rogers (R-Mich.), before Congress that would result in the exclusmn of
brokers and agents' compensatlon fromithe MLR calculation altogether

E S

IS omeErstate T U aneE GUMTISS ONErE. wérﬁed NETCHE TR endorse g Bill to’ ExEltde the commlsswns RS
) Other insurance commissioners, Jnciuding California's Dave Jones, urged cauhon and sought more .

i Tttt

- mformatldn“before amending thie previos NAIC position on brokers’ compensation. We urged that NKIE; e
y an e\ndence iﬂﬂi%ﬁfﬂtﬂﬁi@[}ﬁﬁhﬁﬁﬁe@t&ﬂb&jﬁam&lﬂb > ML :

i H

NAIC qit_trnat_ely -as_k;e;;l,_fo_r_'_mor_e _c_i_ata_ from;jas_sc;'ciations, insurers and §tate, regulatory agencies that reflact *

similar changes, particularly in those states that had a similarly high MLR standard before the enactment of
s federal. health reform..It.is.hard-to.maintain.that- thereasgmbmker @Q¢ageht$ﬁompensatten has:been e e s
~emem—teeaclining formere-thantas decadeﬂseolelyfa reflectionofithe-MLER regulatiomthat wentintoreffectin-danuaryrr=s=s-—rx
_ . .- 2011.NAIC is deferring & policy decision regarding the F:!czgers bill ungl that-process is completed- ——— '

‘Consumer representatives believe that deleting brokers'.compensation from the MLR would dismantle akey .
consumer protection that allows patients fo khow their premiums are going to care, rather than administration
and profit. These late attempts to amend the MLR would weaken the provrsmns that prowde for greater
efficiencies and cost containment included in the ACA.

The goal of the MLR requirement is to get insurers to spend less money on burgaucracy and more on health
care. Consumers benefit if efficiently run small insurers stay in the market and if a variety of types of plans
remain available, providing competition for the big plans and for national commercial insurers. The current
MLR regulation, certified by HHS, recognizaes and balances the claims of the various interests that fully
participated in its drafting. We recommend it not be changed.

Agents, Brokers Offer Essential Services
& Neil Crosby
Vice president, public affairs, California Association of Health Underwriters

If I remember correctly, the original goal of health care reform was to gain control of and lower the spiraling

costs of health care. When momentum and support waned for the proposed health care reform bill, the
Obama administration pivoted to health i Insurance reform.

By the time the Patient Protection and Affordable Care Act was passed and enacted, the provisions the
administration had advocated to lower health care costs seemed to have vanished. What we are left with are
prowsaons that atiempt to hotd down health care costs by enforcing ratelpremtum control.

One of these such prowsmns 1s the medu:al loss ratic, wh|ch says that tnsurers must epend 80% of ,

- premiums en:-medical-care and are therefore allowed fo spend only-26% on-administrative costs. This .-: - SR
provision no more addresses the underlying rising cost of health care than if Congress were to address rising
gas prices by limiting gas stations on how much they can charge at the pump.

-One:of the costs within the administrative portion of premiums is compensation for agents and brokers.
Threugh thls prowsron the profeesmnats that employers count on each day as their "benefits" ad\nsers are

= ‘5wh|ch pians fit: the:r neede themeeds of their emp!oyeee‘_' rd thi of* he;r employeesefammes Agen

%y
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“and brokers also help the insured work through the complicated claims process.

" ..Agents and brokers truly act.as the consumer's advocate each and every day to help thelr clients.and the
: public find what plans fit their needs provide educatlon and asmst w;th comphance and actas the insured's
“Trepresentative; whemssues anse “as they seem 403 do S e - -

“The House of Representatrves % cons1der|ng HR 1206 ~which wotild-exempt: agen’dbroker compensatlon e

.+ from being included in the MLR provision. This proposed legislation has bipartisan support, and if enacted

’"‘ “woiild help (& secure the’ Essertial services of: ageﬁﬂbroi(éfs'#’éﬁﬁ‘ﬁmduals a‘n‘d*employers*thmrempio,ow e
p and fammes as thetr advocates throughout Callforma and Amenoa :
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Preventlon The Answer ToCurbmg
Chromcally ngh Health Care Costs

ALTH COSTS PUBL%OHE.QLTH ‘HEA ZFGRM POUT‘EGS

TKENNETH THORPE, BH.D., AND JONATHAN LEVER, Executive directar of the Partnorship toFignt T
Chronic Disease and vice president for heaith strategy and innovation at the YMCA of the USA

MAY 24, 2011

View all previous columns »

While Congress fries to control health care spendmg, 1awmakers shouid be carefui to make choices
that are pennywise but not pound foolish:

In April, the House voted 236 to 183 to repeal the health law's prevention and public health trust fund.
Republicans said they opposed giving the Secretary of Heaith and Human Services wide discretion
on how to spend this money. But the result is a setback for the first dedicated source of funding for
national prevention efforts and could be a missed opportunity to reduce spending even further by
preventing the largest driver of health care costs -- chronic disease.

Largely preventable and highly manageable chronic diseases account for 75 cents of every dollar we
spend on health care in the U.S. In contrast, we spend less than 5 cents on prevention, even though
the World Health Organization and the Centers for Disease Control and Prevention have estimated
that 80 percent of heart disease and type-2 diabetes, and 40 percent of cancers, could be prevented
by domg three thlngs exerCEsang more, eatmg bettar and avoiding fobacco.

Yet, we are headed in the other direction. One in five adults still smoke and one in tWo adults —- and a
tragically large number of children - are overweight or obese. Without a dramatic change, a third of
American adults will have diabetes by 2050 (up from 1 in 10 today). Obesity already accounts for 10
to 20 percent of the rise in health care spending and obese adults cost 35 percent more than their

normal-weight counterparts because of thesr risks for diabetes, hlgh bload pressure and other related
chromc: condmons T ,
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prevention program modeled after the landmark National Institutes ‘of Health /CDC Diabetes

‘Prevention Program. The NIH initiative proved that, with modest weight loss, it is possible to reduce-

the risk of developing type 2 diabetes among those with pre-diabetes by nearly 60 percent. So far, the

YMCA's effort/hias been getting similar resultsat costs that-are-dramaticallytower-than-that-of the-—s—-
* NIH program.;And the Y has scaled this program to communities in more than 20 states. Investmg in -

“the prevenhon fund couid add the program*to ‘sven iiore commumtles threughout the country? I e

=T (SEN tha’i$‘l BETOr BVEry $‘I 0 spent o healtrears s telated toﬁrabeteyanﬁ “fhvat peepie with=
L diabetes have medical costs 2.3 times higher, preventing diabetes:is a bargain. ln fact, enrolhng at
risk adults aged 50 in this type of program could reduce the chance they would develop dlabetes from
85 to 65 percent. ) :
L NiH diabetes: program-is‘just oné of the many-evidence- based. prevention-programsvitalto=—=—m—m=mr=msi=
T T prévienting chronic disease and curbing rising health care costs if thadé available migtiohally it e
- exemplifies how prevention works:to. not only. improve health, but.also to lower cost. Yes, Congress '
should be wotking to reduce costs, but lowering health care. cosis Iong-term depends on addressmg i
- what drives those costs — diabetes and other chronic diseases. We have to make the-investmentin - — - - - ..~
the ounce of prevention to realize the pound of cure.

Kenneth Thorpe, Ph.D., is the executive director of the Partnership to Fight Chronic
Disease. Jonathan Lever is the vice president for health strategy and innovation at the YMCA of the
USA.
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How Pre EX1st1ng Insurance Plans Are
Helping to Bridge the Coverage Gap

prohibit insurers from denying coverage to
--—---individuals-because of preexisting health condlt;ons
However, this provision of health reform will not go
into effect untili 2014, In the meantime; the law
created Pre-Existing Condition Insurance Plans
(PCIPs), state-based, temporary high-risk pools that
make health insurance coverage available to
individuals who have been unable to obtain it-
because of their health status or conditions.

A new issue brief from The Commonwealth Fund, by
Jean Hall and Janice Moore of the University of
Kansas, examines PCIP enrollment trends, benefits
and premiums, ape-6Ut-of>pocket costs. Enrollment
has been mogeZmodest than &xpected, with
approximay
2011, but ¥ 2,
the authors say, By providing a temporary safety net
for the "uninsurable," PCIPs have allowed thousands
of people to get the care they need and prevented
some people's conditions from progressing to
disabilities. Recent federal and state reductions in

: premiums and deductibtes will help make the plans

: more affordable..

'i_:

Read the brief, part o‘f*th‘e*Realizind'H.ea-lth Reform's -

Potential series, to learn more about how PCIP plans
are helping to bridge the coverage gap until health
. _insurances exchanges are operationa!

When ful!y 1m!p1emented the Affordable Care Act WI||

Realizing Health Reform's
Potential: Early
Implementation of Pre-
Existing Condition Insurance
Plans: Providing an Interim -
Safety Net for the. :
Uninsurable

Jean P. Hall, Ph.D., and Janice
Moore, M. A, M.5.W., M.B.A.
June 14, 2011

Read more »

Realizing Health Reform's
Potential: A New Series of
Briefs on the Affordable Care
Act ’
September 7, 2010

Read more »
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The Commonwealth Fund is a private foundation that aims to pmmnte a h]crh performmg health care svstem .
“fhiat achigves betfer aceass, improved Giality aid- gleater effrdiehcy - IEVOiE recewed tiiglereasa-orwa
. and wonld like'to <;11bsenbe or if you would like té regeive alerts on otheri issues, register for My
- -Commonweatth Fund. If you would like to unsubscri;be, Ppleasegotothe Manage SﬂbSCI’l})‘UOUS parre

althfuud-org/’subscrl tions ASPX.- J.mtete:e alerts@emwF OPg e

smnpind iR o b



